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KPMG LLP

Suite 1501 Suite 1600

Two Central Park Plaza 233 South 13th Street
Omaha, NE 68102 Lincoln, NE 68508-2041

Independent Auditors’ Report

Board of Directors
Nebraska Property and Liability
Insurance Guaranty Association:

We have audited the accompanying statements of assets and fund balance arising from cash transactions of
Nebraska Property and Liability Insurance Guaranty Association (the Association) as of December 31,
2003 and 2002, and the related statements of revenue collected and expenses paid and change in fund
balance for the years then ended. These financial statements are the responsibility of the Association’s
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

As described in note I, these financial statements were prepared on the basis of cash receipts and
disbursements, which is a comprehensive basis of accounting other than accounting principles generally
accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the assets
and fund balance arising from cash transactions of Nebraska Property and Liability Insurance Guaranty
Association as of December 31, 2003 and 2002, and its revenue collected and expenses paid and change in
fund balance for the years then ended, on the basis of accounting described in note 1.

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information included in note 4 is presented for purposes of additional analysis and is not a
required part of the cash basis financial statements. Such information has not been audited, and,
accordingly, we express no opinion on it. The supplementary information included in schedules 1 and 2 is
presented for purposes of additional analysis and is not a required part of the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audits of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

I<PW(G_, LLP

February 20, 2004

.... KPMG LLP, a U S hmited hability partnership, is the U.S
member firm of KPMG Irternational, a Swiss cooperative.
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Cash

Investment pool accounts
U.S. Treasury notes
Deposit

Total assets

Fund balance

NEBRASKA PROPERTY AND LIABILITY
INSURANCE GUARANTY ASSOCIATION

Statements of Assets and Fund Balance
Arising from Cash Transactions

December 31, 2003 and 2002

Assets 2003 2002
$ 81,360 78,900
2,000,000 1,168,000
12,142,853 9,243,930
775 775
$ 14,224,988 10,491,605

Fund Balance

$ 14,224,988 10,491,605

See accompanying notes to financial statements.



NEBRASKA PROPERTY AND LIABILITY
INSURANCE GUARANTY ASSOCIATION

Statements of Revenues Collected and
Expenses Paid and Change in Fund Balance

Years ended December 31, 2003 and 2002

Revenue collected:
Assessments
Interest income
Liquidation proceeds and other

Total revenue collected

Expenses paid:
Losses, net
Loss adjustment expenses
General and administrative

Total expenses paid
Revenue collected over expenses paid
Fund balance, beginning of year

Fund balance, end of year

See accompanying notes to financial statements.

2003 2002
$ 4,287,876 5,450,826
188,526 142,756
2,054,448 471,858
6,530,850 6,065,440
2,021,079 2,502,285
92,223 60,889
684,165 634,968
2,797,467 3,198,142
3,733,383 2,867,298
10,491,605 7,624,307
$ 14,224,988 10,491,605
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NEBRASKA PROPERTY AND LIABILITY
INSURANCE GUARANTY ASSOCIATION

Notes to Financial Statements

December 31, 2003 and 2002

Organization and Summary of Significant Accounting Policies

(a)

(b)

(c)

(d)

Organization

The Nebraska Property and Liability Insurance Guaranty Association (the Association) was created
in May 1971 by Nebraska state statute as a nonprofit, unincorporated legal entity. The purpose of the
Association is to provide a method of payment for certain claims against insolvent insurance
companies, to avoid financial loss to claimants or to policyholders in the State of Nebraska, to assist
in the detection and prevention of insurer insolvencies, and to provide an association of insurers
against which the cost of such protection may be assessed in an equitable manner. A majority of the
Association’s revenues are derived from Nebraska-based insurers.

Basis of Accounting

The Association’s policy is to prepare its financial statements on the basis of cash receipts and
disbursements. Under this basis, revenues are recognized when collected rather than when earned
and certain expenditures are recognized when paid rather than when incurred. Consequently,
assessments receivable from insurers and amounts due for supplies received, services rendered, or
estimated unpaid claims are not included in the financial statements.

Allocation of Revenue Collected and Expenses Paid

The Association attempts to specifically identify, to the degree allowable, all revenue collected and
expenses paid. Thus, each liquidation receives its share of revenue and expense items directly related
to it. The following items are, for the most part, specifically identifiable: assessments collected,
losses paid, loss adjustment expenses paid, refund of assessments, and certain general and
administrative expenses.

Investments

The Association carries its investments at cost, which approximates market. While the Association
intends to hold its investments in debt securities to maturity, its ability to do so may be affected by
the timing and amount of claims presented as a result of insurer insolvencies. A disposition of
investment in debt securities may result in a realized gain or loss using a cash-basis method of
accounting for the difference between fair value and cost of the security at the date of sale. The fair
market value of U.S. Treasury notes was $12,043,594 and $9,142,660 at December 31, 2003 and
2002, respectively. Premiums paid and discounts received in connection with these investments are
not amortized or accrued into interest income over the life of the investment. Rather, they are
recorded as a component of net interest income when received or paid.

The U.S. Treasury notes mature as follows:

Fair
market
Cost value
2003 $ 12,142 853 12,043,594

4 (Continued)
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NEBRASKA PROPERTY AND LIABILITY
INSURANCE GUARANTY ASSOCIATION

Notes to Financial Statements
December 31, 2003 and 2002

These amounts are estimates, and the ultimate settlement of losses may vary from the amounts above. No
representation is made by the Association that the ultimate liability may not be in excess of the above
figures. Certain insolvencies have not had assessments levied as of December 31, 2003 to cover the
estimated claims.

Lease Commitments

The Association leases office space under a noncancelable operating lease which expires November 30,
2006. Total lease expense for office space was approximately $12,300 and $12,000 for the years ended
December 31, 2003 and 2002, respectively. Future annual lease payments under terms of the lease are
approximately $12,600 in 2004; $12,900 in 2005; and $12,000 in 2006.

Refund of Assessments

The Association assesses member insurers for insolvencies based on case reserves estimated at the time of
insolvency. The member insurers then offset the assessments against their respective premium tax
liabilities. If such funds, including earned interest, are sufficient to cover the claim payments on the
insolvencies, the Association’s board of directors will authorize and pay a refund of assessments as
reflected in the accompanying statements of revenue collected and expenses paid and change in fund
balance.
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